WY I SUPPORT THE NORTHEASTERN DAIRY COMPACT

Our dammy farmers arc struggling
laday and that is ane of the rcasons
whyv [ amn a cosponsor of HR3I24. “The
Daine Consumers and  Producers
Protcction Act o 2003,

Throughout my hifetime. the dain
industrv has  been  an  cssennal
component of castern Connecticut’s
economy,  Twentv-five percent of the
land 1 castern  Connecticut  is
agricultural.  The daiy compact can
help keep it that way.

Today farmers™ milk profits are
the lowest they have been in 20 vears.
It costs farmers more to produce milk
than they are paid for it. To make mat-
tcrs warse, even as Connecticul dain
farmers arc getting paid legs, consumers are cither pay-
ing morc at the supermarket or prices have remained
unchanged.

Last November University of Conncetient agricul-
toral cconomist Ronald Cotten!l released a study that
showed New England consunjers arc being overcharged
for milk by about 144 milllon annuallv, The study,
which surveved 191 rewail stores in Conneclicut. Massa-
chusetts, New Yerk and Rhode Island. found that the
chain supermarket prices in New England are at lcast $1
above their cost level for all milk  The situation is unac-
cepltable. Dairy farmers are suflering with low nulk
prices while consumers arc paying high milk prices

When the Northcast Dairy Compact expired in 2001
farm prices dropped by 50 cents a gallon for New Eng-
land farmcers. Retail prices should have dropped by as
much as 90 cents per gallon, but they did not, The pri-
mary beneficiarics of the milk profits, according to the
study. arc going to the region’s largest processors

Under the old New England Dairv Compaci. when
prices [cll below a certain price. distributors paid the
subsidy Lo farmers and modified their retal prices ac-
cordingly. The system was allered so that the federal
government subsidizes the farmers, However, consumer
prices have not fallen. and farmers are caming less cven
with the federal subsidy  The processors and distributors
arc reaping a bonus at the expense of the consumer, the
taxpaver aund the farmers,

HR324 will cstablish dairy compacls in the Narth-
cast, the South, the Northwest and Intermountain region.
They will have the authority to sct minimum wholesale
prices on milk, protecting the farmers from large market
fluctuations. At trigecr prices! the distributors will pay

subsidics to the fanmers. The 1mpact
also requires  local  producers Lo
guarantec a stable. local supply of
milk as 2 matter of regional cconoinic
impact.  We were nnable Lo reau-
thorize  the  compact  in 2002
Reauthorization is a priority of mine
in this current Congress.

A nmumber  of  myths  have
surfaced  regarding  the  dairy
compacts. [he dairy compact is nol a
milk lax and W docs not cast the
governmenl onc dime. Compacts arc
agreements belween states in a region
for dainy processors to offer a
mimmum price to farmers for their
milk.  The agreement builds upon
cxisting federal milk market orders and accounts for re-
pional differences in the casts of producing milk.

Dairy compacts are not inconsistent with free trade:
they encourage greater competition in the marketplace
Dairy compacls do not excinde milk produced outside
the compact region from sale within the region.  The
compact regulates the sale of milk in its region, regard-
less of where the milk was produced. One study con-
ducted by the Office of management and Budpetl onc
vear aller the Northeast Dairy Compact went into cfTect
showed the trade in the region increased by 7 percent.

Dairy campacls save consumers money by helpmp
stabihize milk prices. Thus steadiness saves consutners
meney It protects them from retailers who profit from
unstable mulk prices by fatteming their profit margins
when milk prices rise and by keeping their price mflawcd
cven afler whelesale prices have fallen

Compacts benefit evervone by reducing  market
volnerability from a rehance on mulk fiom a single
source and they help preserve our rural landscape.

Without dairy compacts our farms would disappear
at a rapid rate, and so would cur local sources of milk
ITwe ever reach the point where local farmers arc unable
to produce our food. we would be foreed te rely on food
products from distant locations, perhaps cven from over-
seas where there are fewer quality standards and greater
shipping cests. In addition, without our local fanning
community the rural economics would wither and devel-
opment weuld replace our open space.

Dairy compacts are good for our farmers, for con-
sumers and for land preservation. | will centinue to sup-
port the dairy compact and 1 will work hard with my col-
leagucs to sce that it is passed.



